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Ever since the implementation of the reform and opening-up policy 30 years ago, 
China has attracted worldwide attention for its outstanding economic achievements. 
Nevertheless, the rapid economic growth has also given rise to many serious 
challenges and problems. A distinctive issue is that vulnerable groups do not share 
equally in the gains from the economic achievements. The income gap between urban 
and rural areas and other groups is further widening. Many social problems associated 
with people's livelihood issues have yet to be resolved. The problem that social 
development lags far behind economic development, in essence, a central issue 
concerning the discrepancy between the people’s livelihood and national wealth, is 
getting even more prominent. This may be due to insufficient public spending on the 
people’s livelihood resulting from default of certain government functions.   
At present public spending on the people’s livelihood refer to the spending 
enacted by government for the provision of basic public services for social members, 
to ensure their basic rights to existence and development for the manifestation of 
equity and justice, and to secure an all-round development of people. The 
transformation period China is now experiencing has witnessed a soaring public 
demand on education, health care, social security, infrastructure, and various other 
areas. It turns out that the supply and structure of basic public service fail to meet the 
rising demand and various needs, which has adversely affected the macroeconomic 
development and performance and consequently leads to the inefficient allocation of 
resources. It may also have a negative impact on the sustainable development, harm 
the social fairness and justice, and may be conducive to social and political 
instabilities. 
This paper intends to find solutions to address the supply shortages and irrational 
structure of basic public service by taking into consideration the economic, social, 
institutional situation of our country. Starting with the concept and basic theory of 
equalization of basic public service, the paper analyses its impact on economic growth 
and social justice with an empirical study based on provincial panel data. Then 
relevant valuation index system is used to analyze the unequal situation between 
urban and rural areas, and among social groups, from which we find out that 
geographically distribution differences, bi-polar demarcation between urban and rural 
areas, asymmetry between financing capacity and governmental functions are the 
factors affecting the scale of social spending on basic public services. So it is 
necessary to carry out research on the reform of public spending structure, public 
spending decision mechanism, responsibility classification and incentive and restraint 
mechanisms for local government officials, to, with full consideration of cost 













same time, reform should be effected in the institutions to establish poly-source 
system of basic public service. 
This article studies basic public service equalization from a new approach 
focusing on public spending. And the paper has innovative ideas in the article: (1) It 
emphasizes that the reform of basic public service equalization must take the 
principles of both fairness and efficiency into consideration. (2) It analyzes that the 
institutional reasons underpinning the unequal distribution of basic public service, 
covering such issues as the transformation of government functions, the public 
finance system, the household registration system, incentive on local officials and 
democracy at the grass-roots level, public products supply system. (3) This paper 
argues that the basic public service is not identical to a financial problem. Although 
the access to achieving basic public services equalization relies heavily on a standard 
system of transfer payments, it is not the sole of the whole problem. The key to 
equalization is to promote the transformation of government functions, including the 
foundation of public finance system and other relevant system construction.(4) In the 
paper, the obstacles and restriction factors on the reform are elaborated and innovative 
ideas concerning the overall reform blueprint, institutional restructuring and selection 
of optimal public policies are thus forwarded. Another innovation of the present study 
is its multidisciplinary approach, extending the research focus into institutional 
economics, finance, political and administrative science, sociology science and other 
disciplines.  
It should be pointed out that the subject of basic public service equalization is 
broad, it is impossible to cover all the aspects due to limitation of the space.  The 
paper still exists some shortages, such as only covering the areas of education 
foundation, medicine and health, social security and employment, ignoring research of 
infrastructure, public security and environmental protection and so on. In addition, 
this paper only used existing research index of basic public service equalization and 
ignored construction and design on new index system. This problem needs further 
improvement in the later research.  
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